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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES -
NURSING FACILITY SERVICES 

Subject to the availability of funds, effective on and afterMay 1, 2001, the payment 
method for nursing home services will be modified as follows: 

A nursing home may request a payment rate adjustment for significant increasesin 
cost for liability insurance. 
To be eligible for sucha rate adjustment,a nursing home must demonstrate that its 
liability insurance cost hasincreased more than 25% above the amounts reportedin 
its fiscal year 1999 cost report that was used to set current rates of payment. A 
nursing home with a current rate of paymentnot based on its fiscal year I999 cost 
report will not be eligible for a rate adjustment for fiscal year2001. Payments in 
fiscal year 2002 will be based upon liability insurance cost increases more than25% 
above the amounts reportedin the cost reportused to set payment rates. 
A nursing home must demonstrate that alternate sources of liability insurance were 
considered. 
If a nursing home increases its liability insurance coverage from fiscal year1999, a 
rate adjustment may be requested only forthe portion of the costincrease attributable 
to prior levels of liability insurance coverage. 
A nursing home may request a rate adjustmentfor increased liability insurance costs 
for a self-insured plan. Such increases must meet HCFA requirements for recognition 
of allowable self-insured costs. 
The nursing home must provide documentation of its increased liability insurance 
costs asrequested by the Division of Medical Assistance. 
For increases in cost for liability insurance paid prior to May I ,  2001, requests for 
payment rate adjustments must be submitted by May 30,2001 and may include 
increased costs for the current fiscal year. For increases i n  liability insurance costs 
paid on or afterMay 1, 200 1, requests for payment rate adjustments must be 
submitted within 30 days after the payment date for the liability insurance. 
The Division of Medical Assistancewill establish a per bed maximum allowable 
amount ofliability insurance costs to determine the reasonableness ofany rate 
adjustment request. The maximum allowable amount will be set in such a manner as 
to exclude the higher cost of liability insurance thatmay be assigned to a nursing 
home with a history of significant losses or to a nursing home with insufficient 
quality assurance practices. 

Any allowed rate adjustment for liability insurance costswill be added to a nursing 
home’s current rate of payment. Rate adjustments for liability insurance costs will not be 
limited by cost center maximum amounts applied in current rate calculations. Rate 
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adjustments for liability insurance costswill not be impacted by growth allowance factors 
applied in current rate calculations. 
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